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EXECUTIVE SUMMARY

Policymakers are concerned about the extent to which the Food Stamp Program (FSP) serves
its target population, as well as about which subgroups of the target population are more or less likely
to participate in the program. This report is the fourth in a series of reports that provides estimates
of rates of participation in the FSP, both among the total eligible population and among selected
subgroups of that population. This report presents participation rates for January 1989, and compares
these rates with the August 1985 and January 1988 rates that were presented in two previous reports
in the series.! The participation rates for all three years were derived with a consistent data base
and methodology. Specifically, all three rates were derived from administrative counts of participants
for the numerator and from Survey of Income and Program Participation (SIPP)-based estimates of
eligibles for the denominator.

The FSP participation rate is the ratio of the number of persons (or households) who participate
in the FSP (or the actual benefits paid to participants) to the number of persons (or households) who
are eligible for the program (or the total benefits payable if all eligible households participated). The
estimates presented in this paper indicate that in the 50 states and the District of Columbia in
January 1989--

* 59 percent of the eligible individuals participated in the FSP.
* 56 percent of the eligible households participated in the program.

* Participating households received 66 percent of the benefits payable had all eligible
households participated.

METHODOLOGICAL ISSUES

A major difficulty in estimating FSP participation rates stems from the difficulty in estimating the
denominator of the rate: program eligibility cannot be observed and therefore must be approximated
using household survey data. No such survey captures all the characteristics and other data necessary
to replicate the food stamp eligibility and benefit determination process exactly. Underreporting of
income is also common to all household surveys, including SIPP. (A complete description of the
limitations of survey data is found in the appendix) However, SIPP allows a better approximation
of FSP eligibility criteria than surveys like the March Current Population Survey that measure income
on an annual basis and do not measure all determinants of program eligibility. SIPP contains, for
example, detailed monthly data on income and household composition supplemented with measures
of assets and expenses--all variables used in the actual calculations of FSP eligibility. Furthermore,
more recent SIPP data support better estimates of program eligibility than earlier SIPP data because

!This report compares the January 1989 participation rates with the participation rates for August
1985 (Doyle, 1990) and January 1988 (Trippe and Doyle, 1992). A third report provides estimates
of participation rates for August 1984 (Doyle and Beebout, 1988); however, because the estimation
procedures have been improved substantially over those that yielded the 1984 rates, the 1984
participation rates are not included in the comparisons.
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of the continued improvement in the SIPP questionnaire. Specifically, the January 1989 estimates
in this report are derived from a new SIPP survey designed specifically to measure eligibility for
needs-tested programs. None of the earlier estxmates of FSP participation rates take advantage of
the newly integrated survey design.

A second source of difficulty in estimating participation rates is the underreporting of program
participation in surveys used to measure program eligibility. Because of the underreporting, we
cannot derive unbiased estimates of both the numerator and denominator of the participation rate
ratios from the same data source. Therefore, this report uses FSP administrative data on beneficiaries
and benefits paid in January 1989, producing accurate measures of the number of participants for the
numerator of the participation rates.

COMPARISON OF PARTICIPATION RATES FOR 1985, 1988, AND 1989

Participation rates change when the rate of growth in the number of participants differs from
the rate of growth in the number of eligibles. Changes in FSP legislation, economic conditions, and
other programs can affect the rate of growth among participants and eligibles, thus changing
participation rates. Since these influences often occur simultaneously, it is difficult to sort out their
separate effects on participation rates. Usually, one of the influences dominates the others, causing
participation rates to change in a particular direction.

The following table shows that FSP participation rates stabilized at about 59 percent among
eligible persons between 1988 and 1989 after declining by about 5 percentage points between 1985
and 1988. Participation rates remained steady between January 1988 and January 1989 largely
because there were no significant program changes. The number of participants and eligibles grew
slightly, but at about the same rate. Despite the growing economy nationally during this period, there
were pockets of recession around the country that may have increased the number of participants and
eligibles in some areas. Furthermore, expansions in Medicaid may have slightly increased the number
of participating households.

Participation rates declined between 1985 and 1988 because the number of eligibles increased
substantially, while the number of participants remained constant. The expansion in the number of
eligibles was due largely to the more generous eligibility criteria granted under the 1985 Food
Security Act (FSA). However, there was little or no change in the number of participants because
only 6 percent of those households that were made eligible under the FSA joined the program. The
lack of participation among the newly eligible under the FSA is not so surprising given the historically
lower-than-average participation rates for the groups most affected by the new eligibility provisions
of the FSA (that is, households with single and elderly persons), the growing economy between 1985
and 1988, and the relatively subtle nature of the expansions.



COMPARISON OF PARTICIPATION RATES FOR 1985, 1988, AND 1989

Participation Rates (Percent)

August 1985 January 1988 January 1989
Individuals 64.3 59.0° 59.1
Households 594 56.0 55.5
Benefits 753 66.7 66.0

The table shows that in all three years the benefit participation rate was substantially higher than
both the individual participation rate and the household rate, and that the individual rate was higher
than the household rate. This consistent pattern indicates that households with higher benefit levels,
and thus greater need, are more likely to participate than households with lower benefit levels. It
also implies that larger households are more likely to participate than smaller households.

Changes in Participation Since 1989

FSP cascload data show that the number of FSP participants climbed steadily since spring 1989.
Over 6 and a half million more persons were receiving food stamps in December 1991 than in
January 1989. Factors such as the worsening economy suggest that the number of eligible persons
has also nisen since 1989. However, we cannot estimate by how much the number of eligibles, and
thus participation rates, increased since 1989 until the SIPP survey data for this time period are
available. The relevant SIPP data for 1991 should be available by mid-1993. If the surge in
participants is coming from the pool of nonparticipating eligibles, or grows at a faster rate than the
eligible population, then FSP participation rates will rise after January 1989.

ESTIMATES OF PARTICIPATION RATES BY SELECTED DEMOGRAPHIC
CHARACTERISTICS

The foliowing are highlights of the January 1989 participation-rate estimates across selected
demographic groups.

£

* Ehwphle chidren participated in the FSP at higher-than-average rates. For
cvample. 73 percent of eligible preschool children and 66 percent of eligible school
chudren resided 1in households that participated in the FSP.

¢ Conversely. the participation rate for elderly persons was much lower than average
{2v percent). The rate was higher among elderly who lived alone (32 percent) than
«mong those who hived with others (24 percent).

* Among the disabled. 57 percent of the eligible individuals and eligible households
parthaipated, and those who lived alone participated at much higher rates (90
percent) than those who lived with others (44 percent).



* Participation rates for households headed by a single woman with children were
much higher than average (78 percent).

* Households headed by black, non-Hispanic individuals participated at a much
higher rate (77 percent) than households headed by white, non-Hispanic individuals
(46 percent) or Hispanic individuals (51 percent).

ESTIMATES OF PARTICIPATION RATES BY SELECTED ECONOMIC CHARACTERISTICS

The following are highlights of the January 1989 participation-rate estimates across selected
economic groups:

* Participation rates increased as potential benefits rose. Households eligible for the
smallest benefits participate at the lowest rate (32 percent). Rates increased as
potential benefits increased, reaching 83 percent for households eligible for
benefits of 76 percent to 99 percent of the maximum.

* Participation rates were much higher among persons in households whose income
was below the poverty level (74 percent) than for persons in households whose
income was above the poverty level (17 percent). The same was true for
households below and above poverty (72 percent and 14 percent respectively) and
for benefits issued to households below and above poverty (72 percent and 16
percent respectively). Participation rates generally declined as income rose.

* Households with earnings participated at a lower-than-average rate (32 percent),
whereas households that received SSI or public assistance participated at higher-
than-average rates (67 and 121 percent, respectively).?

THE CHARACTERISTICS OF ELIGIBLE NONPARTICIPANTS

Approximately 5.7 million of the 12.7 million households eligible for food stamps did not
. participate in the program. These 5.7 million households comprised 12.7 million persons eligible for
$478 million in benefits in January 1989. More than half (56 percent) of the eligible nonparticipants
had income above the poverty line; 39 percent were eligible for a relatively small monthly benefit (1
to 25 percent of the maximum allotment). Overall, more than half of the nonparticipants (56
percent) were households with elderly persons and about 45 percent were households with workers,
with about equal numbers falling above and below the poverty line in both groups. Elderly
nonparticipating households tended to consist of a single individual, while nonelderly nonparticipating
households tended to consist of wage earners below poverty with children. Most of the persons in
eligible nonparticipating households with above-poverty income were eligible for small monthly
benefits (323 on average in January 1989), and, hence, their lack of participation is not surprising.

“The greater than 100 percent figure among public assistance recipients is due to underreporting
of public assistance income in the survey. This level of sampling error does not occur with other
characteristics reported in the survey, so such an anomalously high participation rate is not found
among other subgroups.



I. INTRODUCTION

The Food Stamp Program (FSP) provides assistance to low-income households to help them buy
the food they need to obtain a nutritious diet. A food stamp household is generally defined as a
person who lives alone, or as a group of persons who live together and share food purchases and
meal preparation and whose monthly income and assets fall below specified limits. The assistance
is provided in the form of coupons that can be redeemed for food purchases. The amount of the
coupons is based on the s:ze and income of the household.

Not all households eligible for food stamps participate in the program. The literature on the
program suggests a variety of reasons for nonparticipation (Allin and Beebout, 1989). Some persons
may be unaware of the program, while othgrs may presume that they are not eligible for benefits.
Other persons may be aware of the program and their own eligibility for it, but feel that the benefits
are not worth the effort required to obtain and use them. Still others may not participate due to the
stigma they associate with using food stamps.

Obviously, since some eligible households do not apply for benefits, FSP benefits are not being
used by the entire population targeted by the legislation that established the program. Indeed,
according to conceptual models of the decision to participate in the program, participation should not
be expected to be universal (see Allin and Beebout, 1989). But even if participation will never be
universal, the Congress and other poﬁcymaker# are interested in the proportion and characteristics
of the eligible population that does participate in the program. They are also interested in the
subgroups of the target population that are most likely to participate in .the program, as well as in
the characteristics of persons who are eligible for but do not participate in the program.

This paper is the ninth in a series that has examined current issues on FSP participation. It is
the fourth that provides estimates of rates of participation in the FSP, both among the total eligible

population and among selected subgroups of that population that are of particular interest to



policymakers.! The estimates reported in this series are more comprehensive and accurate than most
previous estimates. Previous estimates of FSP participation have varied widely due to differences in

methodologies and data sources, and inadequacies with the data sources.?

The participation-ratc-estimates in this series of papers are more accurate than most previous
ones, primarily because the estimates of eligibles on which they are based are derived from data in
the Survey of Income and Program Participation (SIPP). Because eligibility for the FSP cannot be
observed directly, the denominator of the participation rate (the total number of program eligibles
or total potential benefits) must be approximated with household survey data. Relative to the
household surveys used in previous research, such as the Current Population Survey (CPS), SIPP
contains a greater amount of and more detailed information on the household characteristics that FSP

3 For example, SIPP

administrators must consider when making actual eligibility determinations.
contains information on monthly (as opposed to annual) income, monthly household composition,
expenses used to calculate deductions from income, and vehicular assets, thereby significantly
advancing our ability to approximate eligibility status with survey data.

Data for the numerator of the overall participation rate (the number of program participants or
total benefits paid) were derived from the Food Stamp Program Statistical Summary of Operations
(hereafter referred to as Program Operations data) and were adjusted to account for benefits issued

in error in January 1989.* These administrative data are more accurate than the self-reported survey

data used in some previous studies of FSP participation, because research indicates that food stamp

The first three papers provided estimates of participation rates for -August 1984 (Doyle and
Beebout, 1988), August 1985 (Doyle, 1990) and January 1988 (Trippe and Doyle, 1992). Due to the
substantial methodological improvements made to the estimation procedures since the August 1984
rates, only the August 1985, January 1988, and January 1989 rates are strictly comparable.

Trippe (1989) reviews the literature on FSP participation rates and estimation techniques.

*The exception is the 1979 Income Survey Development Program (ISDP) Research Test Panel,
the precursor to SIPP.

*The Food Stamp Program Statistical Summary of Operations is a monthly record of benefits
issued and the caseload served by the Food Stamp Program.
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receipt is substantially underreported in household survey data. Because the numerators of the ratios
reported herein are based on administrative counts, they are more reliable estimates of the number
of actual participants and the amount of benefits‘ paid. However, because Program Operations data
do not contain information on subgroups of the participating population, we calculated estimates for
these groups from a sample of food stamp case records from the Integrated Quality Control System
(IQCS) of the U.S. Department of Agriculture.’

Although our SIPP-based estimates represent an improvement over previous results, they are not
without their own sampling and measurement limitations. In particular, the underreporting of public
assistance income and receipt that is common to all household surveys yields unrealistic estimates of
food stamp participation rates among public assistance households. Furthermore, the survey does not
provide all of the information necessary for a precise determination of the food-stamp-eligible unit
in all households. Finally, a number of persons who reported SSI receipt in SIPP appeared to be
ineligible for SSI due to high income or assets, potentially distorting the estimate of pure SSI
households who are automatically eligible for the FSP. As discussed in the appendix, these sampling
and measurement limitations have mixed effects on the estimates of program eligibles and hence the
net result on estimates of participation rates is uncertain. In short, although this analysis represents
a considerable improvement over most previous efforts, perfect statistics on the FSP-eligible
population or on subgroups that participate in the program are unattainable. Further research can
reduce, but not eliminate, the uncertainties in estimation.

The remainder of this report is organized as follows. Chapter II summarizes the methodology
and data used to estimate participation rates. Chapter III presents the overall participation rates for
January 1989, the rates disaggregated by selected demographic and economic characteristics, and the

characteristics of those eligibles who did not participate. Chapter IV compares the January 1989

3The IQCS is a system of ongoing case record reviews that measure payment error rates in the
Food Stamp, Aid to Families with Dependent Children (AFDC), and Medicaid programs. The IQCS
is based on monthly probability samples drawn from all 50 states and the District of Columbia; our
study uses active cases in the January/February 1989 samples.

3



participation rates with the August 1985 and January 1988 participation rates provided in Doyle
(1990) and Trippe and Doyle (1992), respectively. The Appendix describes the technical procedures

used to compute the 1989 participation rates.



II. METHODOLOGY AND DATA
This section describes our methodology for cons'tructing the January 1989 FSP participation rates.
Three rates are introduced and defined, followed by a discussion of how they were computed. The
latter discussion also describes the criteria that FSP administrators use to make eligibility and benefit
determinations, as well as the model of those criteria that we used to estimate the number of eligibles

with SIPP data.

A. THREE ALTERNATIVE MEASURES OF FSP PARTICIPATION

No single measure of participation can adequately answer all the questions that policymakers
have about FSP participation. The three measures discussed in the literature--the individual rate, the
household rate, and the benefit rate--differ in terms of their magnitude and their advantages and
limitations for answering a given question. Here, we define each measure, specify its potential

usefulness, and explain its application in previous studies.

1. The Individual Participation Rate

The individual participation rate is a ratio of the number of persons participating in the FSP to
the number of persons eligible for the program. Policy discussions about FSP participation rates
often rely on rescarch results based on the individual rate, whereas discussions about participation
behavior usually rely on a model of the household as the decision-making unit. In some instances,
the indnridaal rate mav be prefcrable to the household rate, especially for answering questions about
the participation of a partuicular subgroup of the target population. For example, the proportion of
eligible elderlyv individuals who participate in the FSP is a better indication of the behavioral patterns
of the clicrly than is the proportion of eligible households that contain an elderly member who

participates



2. The Household Participation Rate

The household participation rate is the ratio of the number of food stamp units, or households,
that participate in the program to the number of households eligible for the program. As just noted,
analyses of participation behavior tend to rely on this rate because they assume that the household
is the decision-making unit. The definition of the household as the decision-making unit is derived
from program rules that determine eligibility and benefits for households, not for individuals. The
household rate can differ significantly from the individual rate because larger households are more

likely than one-person households to participate in the FSP.

3. The Benefit Rate

The benefit rate is the ratio of the benefits paid to program participants to the total potential
benefits payable if all program eligibles participated. Although it has not been used extensively in
previous research, the benefit rate may be the best overall measure of how well the FSP is meeting
the target population’s need for assistance. The benefit-rate estimates reported herein are generally
higher than the individual- and household-rate estimates, indicating that households with higher
benefit levels, and thus greater need, are more likely to participate than are households with lower

benefit levels.

B. ESTIMATION OF PARTICIPATION RATES

We used administrative data derived from three sources to estimate the numerators in the
participation-rate ratios (as described in the Appendix). The first source is the Program Operations
data, which provided the number of persons and households that were issued benefits in January 1989
and the total dollar value of the coupons issued. Second, we used information provided by the Food
and Nutrition Service based on the IQCS to eliminate ineligible participants and erroneous benefits
from the Program Operations data because these ineligible participants and their benefit levels cannot

be captured in the SIPP-based estimates of eligibles. Third, we used information derived from a



sample of case records active in January and February 1989 to distribute the adjusted total number
of participating households and persons and their benefits across various demographic and economic
characteristics.’

We used the procedures outlined in the Appendix to develop estimates of the denominators of
the participation-rate ratios from SIPP. In essence, a model of the food stamp eligibility criteria
determined which SIPP respondents belonged in the sample of program eligibles. - This model relied
on a simulation procedure whereby we quantified program rules and applied them to each dwelling
unit in the January 1989 SIPP sample. For units determined to be eligible via this simulation, we
estimated their composition and potential benefits. Below, we summarize the criteria that program
administrators use to determine eligibility and benefits, and that we simulate to the extent that the
SIPP data permit.

Eligibility for the FSP is based on a series of rules that define the applicant’s need, which is
deemed to be a function of available cash income conditional on unit (household) size, as well as the
assets accessible to the unit.> The determination of need for each household that applies for FSP
benefits can be disaggregated into four distinct components: (1) income limits, (2) asset limits, (3)
nonfinancial standards, and (4) benefit levels. The parameters of each of these components vary over
time with cost-of-living adjustments and legislative changes to the program. This analysis relies on
the FSP criteria in existence in January 1989, the month corresponding to the administrative and
SIPP data used. i

The income test comprises two parts: a net income screen and a gross income screen. Under

the net income screen, the monthly gross income net of allowable expenses must fall below the

'This sample of cases was developed in the process of preparing an annual report on the
characteristics of food stamp households (U.S. Department of Agriculture, 1991).

*The discussion that follows is an overview of the regulations that govern FSP eligibility and
benefits. The complete regulations appear in the Code of Federal Regulations (7 CFR, parts 270-
273).






